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THE REPORT OF THE BANKERS’ 
COMMITTEE TO THE REPARATION 
COMMISSION ON THE QUESTION OF A 
GERMAN LOAN, JUNE Io, 1922 


Reprinted from the London Times, June 12, 1922) 


The Loan Committee have the honor to submit to 
the Reparation Commission the following report, 
stating the results of its deliberations between May 
24 and June 10, 1922. 

The terms of reference under which the Committee 
was appointed were the following: 

“An expert Committee would be appointed to 
consider and report to the Commission on the condi- 
tions under which the German Government, regard 
being had to its obligations under the Treaty of 
Versailles and in particular under the schedule of 
payments of May 5, 1921 (French text: En l'éiat de 
ses obligations telles qu’elles sont désignées par le 
Traité de Versailles, et en particulier par l'état des 
paiements du 5 Mai, 1921), could raise foreign loans 
to be applied to the redemption in part of the capital 
of the reparation debt. 

“The Committee would in particular consider: 

“(1) The terms on which such loans could be 
raised, and the amount which might reasonably be 
expected to be obtained in the near future and in 
particular in the course of each of the next two years. 

“(2) The security which could be made available 











for potential lenders without undue prejudice to the 
future interest of reparation. 

“(3) The manner in which the revenues and other 
assets assigned to the service of the loans should be 
controlled and administered and the relations to be 
established as between the German Government, the 
representatives of the lenders, and the Reparation 
Commission.” 

The Committee was instructed to consult the per- 
sons having practical experience in connection with 
the issue of Government loans in New York, London, 
Paris, Rome, Brussels, Amsterdam, Berne, Berlin, 
and elsewhere, with a view to the formation of a 
practical plan to be submitted for the approval of the 
German Government and the Reparation Commis- 
sion. 

The Committee, after considering these terms in 
both texts (which they were informed were equally 
authoritative), felt some doubt as to their scope. On 
June 1 they therefore addressed the following questien 
to the Reparation Commission: 

“Acting on your instructions, the Committee have 
commenced the study of the subject of a foreign loan 
entrusted to it by the Commission. Before proceeding 
further, however, the Committee consider it neces- 
sary to ask the Reparation Commission whether the 
words ‘regard being had to its obligations under the 
schedule of payments of May 5, 1921’ are to be inter- 
preted as meaning that for the purpose of its delib- 
erations the Committee must treat the payments 
prescribed by the schedule of payments as an unal- 
terable obligation, subject only to the power of the 
Reparation Commission from time to time in the 
future to vary them in accordance with the provisions 
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of Article 234 of the Treaty, or whether (without, of 
course, in any way engaging the responsibility of the 
Commission) they are at liberty to examine the possi- 
bilities of solutions involving modifications of these 
arrangements.” 

On June 7 the Committee received the following 
reply from the Reparation Commission: “In reply to 
the question addressed orally on behalf of the Loan 
Committee by its President, the Reparation Commis- 
sion have the honor to inform the Committee that at 
an official meeting held this morning it took the 
following resolution: 

“The Commission intends that nothing in the 
terms of reference should be held to preclude the 
Committee from examining any of the conditions 
which may be necessary for the raising of external 
loans by Germany, including such as relate to the 
general reestablishment of her external credit. In- 
deed, any suggestions which the Committee may be 
able to offer from this point of view, without, of course, 
engaging the responsibility of the Committee, could 
not fail to be of the greatest value. 

“This decision of the Commission was taken by a 
majority, the British, Italian, and Belgian delegates 
voting in favor of it, and the French delegate against 
it. The American unofficial delegate expressed his 
personal agreement with the majority.” 

On receipt of this reply, indicating that the chief 
creditor of Germany did not desire that any recom- 
mendation should be made which would involve the 
possibility of new limitations on Germany’s obliga- 
tions, the Committee decided that they could not 
usefully for the time being continue their inquiry and 
that they ought therefore to confine themselves to 
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furnishing a reply to the question originally addressed 
to them, taken in its more restricted sense, and at the 
same time to give their reasons for this decision. 

At the outset the Committee desired to make their 
own position clear beyond the possibility of miscon- 
ception. 

Its members were invited by a unanimous decision 
of the Reparation Commission to come to Paris in 
order that they might give practical advice as bankers 
on the condition on which an external loan should 
be raised by Germany. At no time have they had the 
least wish to usurp wider functions. They have fully 
realized throughout that their technical advice once 
given would constitute but one factor in the problem 
which has to be solved by the Reparation Commis- 
sion and by the Allied Governments alone. 

As soon as they met the bankers on the Committee 
were unanimous in their opinion that for various 
reasons they could not within the limits of their refer- 
ence, understood in their more restricted sense, offer 
any prospect of an external loan. Certain members, 
however, were of opinion that if the Commission or 
the Governments made a more definite statement 
than at present exists in regard to the annual pay- 
ments which they intend to exact from Germany, 
such a loan could be favorably considered. Had they 
received a unanimous invitation to state what limita- 
tions of these payments were in their opinion a neces- 
sary condition of external credit these members would 
have been glad to do so. 

Such limitations would, however, have been recom- 
mended only as the conditions if a loan were desired. 
They would have implied no view as to the amounts 
which the Commission could or should enforce if the 
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Governments were content to wait for annual pay- 
ments without mobilizing them beforehand by a loan. 
The Commission or the Governments, even if they 
had considered the opinion of the Committee to be a 
sound one, would nevertheless have been perfectly 
free to decide that they preferred to continue to con- 
sider from year to year the capacity of Germany and 
to determine the payments accordingly. 

In other words, any figures mentioned would have 


able maximum capacity of Germany, but as to the 
sums which the lending public of the world, forming 
its judgment amid all the perplexities of the present 
situation, would confidently believe to be well within 
Germany’s capacity. Payments even so cautiously 
estimated would still be very considerable; the Com- 
mittee recognize that the Allied Governments might 
nevertheless desire, even at the cost of foregoing a loan, 
to reclaim full liberty to exact the larger annual sums 
which Germany’s developing capacity might later 
render possible. 

The Governments would not only have been at full 
liberty to take such a decision, but, if taken, it would 
have been in no way inconsistent with the technical 
advice of the Committee. If this advice had been 
given, however, a decision could have been taken in 
the light of clearly presented alternatives. 

In these circumstances the Committee were led to 
consider whether they could usefully continue their 
studies in response to the majority invitation of the 
Commission. They decided that for the time being 
they could not do so for the following reasons: 

(1) France is Germany’s chief creditor. In any 
reparation problem her interests are the most im- 


] 











portant factor. The members of the Committee had 
hoped that the chief benefit of any advice which they 
could give would have been derived by France. They 
are all extremely anxious that no action of theirs 
should injure her interests. If, therefore, France 
does not now desire any inquiry into the more general 
conditions necessary for the reestablishment of 
Germany’s external credit, the Committee do not 
feel justified in making such an inquiry. They are 
concerned, in this view, by the consideration that in 
existing circumstances they could not have profited 
by the assistance of their French colleague. 

(2) As explained below, the Committee consider 
that a favorable atmosphere is essential to a successful 
flotation of a loan. The known difference of view 
among members of the Commission as to the limits 
of the Committee’s mandate have, for the time being, 
created an atmosphere unfavorable to such an issue. 
The bankers on the Committee cannot fail to take 
into account this fact, being aware that if they advise 
as to the conditions of a loan, they incur a moral 
responsibility to do all in their power to make the 
loan successful. 

For the above reasons the Committee decided that 
they must suspend their work for the present. 

Feeling thus unable to take advantage of the 
majority invitation of the Commission to extend the 
scope of their deliberations, the Committee have 
considered the problem presented under the original 
mandate as understood in its more restrictive sense. 

On the assumption that the present provisions of 
the Treaty of Versailles and of the schedule of pay- 
ments remain unchanged, is an external loan possible, 
and if so, under what conditions? 
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The Committee were confronted with the following 
difficulties: 

(a) It was stated that the reestablishment of the 
general credit of Germany is impossible so long as the 
lending public feel no assurance that the obligations 
of Germany, as they are at present defined, and as 
they may be enforced, are within her capacity; and 
that her will and intention to meet them will be main- 
tained. So long as this is the position an investor is 
bound to be influenced by the possibility that a 
collapse of German finance resulting from the present 
uncertainty may produce a social upheaval. 

It is, however, difficult to find securities which, 
under such conditions, would be regarded as a satis- 
factory guarantee for the loan, or, at least, for any 
loan of such dimensions and for such a term as to give 
substantial relief to the situation. Even a first-class 
security like the customs, which under stable con- 
ditions would provide a sound guarantee for a con- 
siderable loan, might fail to retain a sufficient gold 
value if the economic position of Germany or her 
social conditions were seriously disorganized. Such 
possibilities may be remote, but the investor in a 
long-dated loan naturally tends to envisage the worst 
rather than the probable. 

(b) It was stated that investors in some of the 
most important countries, notably in the United 
States and Great Britain, would find no real attrac- 
tion in a loan to Germany which was not calculated 
to promote a permanent settlement of the reparation 
problem. And it is obvious that even if a loan could 
be raised on the basis of assigned securities rather 
than on the basis of Germany’s general credit, it could 
at best do no more than assure a short respite; there- 
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after Germany would be faced with her undiminished 
reparation obligations with the further handicap that 
her best securities would have been already mortgaged 
for the service of the loan. In the meantime both 
Germany and the rest of the world would have been 
suffering from the continued uncertainty which in 
every country is a serious obstacle to economic recov- 
ery. Thus, even if such a loan were possible, it would 
represent, at the best, the payment of a heavy price 
merely in order to wait for conditions which might 
be more favorable for a general settlement. 

(c) It was also stated that investors in countries 
which took no part in the war were suffering severely 
from the depreciation of the mark partly because they 
had invested heavily in marks and partly because the 
commercial competition of German industries derived 
an artificial advantage from this continued deprecia- 
tion; and it was stated that in these circumstances 
they also would feel no interest in a loan which offered 
no prospect of establishing Germany’s finances on a 
stable foundation. 

(d) Again, as regards France, it was stated that a 
limited loan would encounter great difficulties, since 
only a small proportion of it could at best return 
directly to France as reparation. 

Realizing these and other difficulties, and feeling 
that they ought not to recommend a loan of which 
they could not confidently anticipate a successful 
issue in their respective markets, the members of the 
Committee have, with great regret, arrived at the 
conclusion that under present conditions they cannot 
advise that an external loan is feasible. 

Having regard, however, to this negative conclu- 
sion, the Committee, while feeling unable to accept 
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the majority invitation of the Commission to examine 
in detail the wider problem, consider that they may 
usefully add the following general observations upon 
it: 

(a) An essential condition of an éxternal loan at 
any time is that the public should feel that Germany 
is herself making a real and substantial effort to place 
her public finances upon a stable basis. It is of the 
greatest importance that, through the _ technical 
securities to be given by Germany and the rehabilita- 
tion of her financial situation, she should clearly show 
a desire to meet her obligations in the hope that by 
the fulfilment of those obligations she will reestablish 
her credit. 

(6) The second essential condition is that dealt 
with in detail above, viz., the removal of the present 
uncertainty in regard to reparation obligations. 

(c) The Committee had before them a statement 
that American bankers and investors could, in these 
circumstances, be interested in a substantial degree 
in the purchase of German obligations, but only if one 
further fundamental condition were satisfied, viz., 
that such a loan should be at the unanimous request 
and for the benefit of the Allied nations. This unanim- 
ity could be in no way better expressed than by the 
active cooperation of the bankers of the Allied and 
neutral countries in the distribution of the securities 
of their own nationals. Among the fundamental 
conditions of American participation, therefore, was 
unanimity among the lenders as well as the establish- 
ment of the credit of the borrower. 

(d) Most of the members of the Committee are 
well aware that any advice of theirs, while it might 
have assisted, could not in itself have secured these 
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conditions. They fully realize, for example, that if 
they recommend as an essential condition of a loan 
a limitation of Germany’s annual payments, the 
countries concerned in considering the effect on their 
financial situation would naturally have in mind their 
own external indebtedness. They realize that a solu- 
tion, however desirable in itself, might in fact prove 
to be impracticable unless it were a preliminary to 
other financial adjustments. 

The element of uncertainty which accentuates the 
burden of Germany's obligations is also a serious 
factor in the case of the external public debts of the 
Allied countries. In this connection the Committee 
desires to recall that in considering the conditions 
of the reestablishment of Germany’s general credit, 
they regard certainties as essential; more leniency in 
enforcement, such as the Commission may show 
without modifying the total obligations, is not suf- 
ficient. 

Such questions, however, as interallied indebted- 
ness are outside their competence, and cannot there- 
fore be discussed here. But the Committee cannot 
ignore the fact that in the minds of those who con- 
sider any adjustments of the reparation obligations 
they are bound to be discussed and that they are 
among the factors in the problem of securing that 
desirable Allied agreement which they consider one 
of the essential conditions of a loan to Germany. In 
this connection they have in mind the consistent 
principles contained in the advice of economists and 
financial experts since the memorandum submitted on 
January 15, 1920, to the Governments of several 
European countries, and to that of the United States, 
principles which were accepted by the Brussels Finan- 
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cial Conference in September and October, 1920, and 
have recently been endorsed by the Genoa Conference 
of 1922. 

In conclusion, if the Committee have felt obliged 
to be discouraging as to the prospects of a loan in the 
present position of Germany’s credit, they desire to 
be no less emphatic in stating their conviction that, 
provided the necessary conditions for the revival of 
her credit can be realized, substantial loans could be 
successfully floated in all the main markets of the 
world. Purely financial conditions are now definitely 
favorable to the issue of such loans, more favorable 
than at any time since the war. 

The Committee wish to assure the Commission 
that it is their earnest desire to do everything in their 
power to assist in raising such loans if the conditions 
to which they have referred can be secured. They are 
deeply conscious of the immense assistance to the 
economic recovery of the whole world which would 
be afforded by the gradual conversion of the German 
obligation from a debt to Governments into a debt 
to private investors based, like other public debts, 
not upon external functions, but upon the general 
credit of the debtor country. They believe, indeed, 
that the resumption of normal conditions of trade 
between countries and the stabilization of the ex- 
changes are impossible without the definite settlement 
of the reparation payments as of other external public 
debts. If, at any time, therefore, the Commission is 
able to repeat by a unanimous decision, the invitation 
which has now been extended by a majority, the 
Committee will be glad to meet again and resume the 
inquiry which has now been interrupted. They can- 
not conjecture whether the Allied Governments would 
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be able to accept the necessary conditions, but, if so, 
they repeat that they are hopeful that substantial 
loans could be raised. 

Finally the Committee desires to point out that 
in the meantime and even during the interval between 
such a renewed invitation and the conclusion of 
subsequent negotiations, Germany’s financial posi- 
tion may obviously be threatened with serious danger. 
Protracted negotiations for a large and long-termed 
loan might mature too late if not preceded by im- 
mediate help. But if the program were considered 
anew in the improved circumstances suggested and 
with a real prospect of an ultimate settlement, the 
Committee feel that the obstacles which at present 
confront an interim loan would probably not prove 
to be insuperable. 

With real hope of a definite settlement within a 
reasonable period, it would be much easier to arrange 
a shorter-term secured loan sufficient to save German 
credit from collapse during the period of negotiation. 
The Committee need scarcely add that they would be 
glad under these conditions to give any assistance in 
their power in regard to such a limited loan as well as 
in regard to the larger and more important problem. 


LEON DELACROIX 
M. p’AMELIO 

J. P. MorGANn 

R. M. KINDERSLEY 
E. VISSERING 
C. BERGMANN 
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THE MInority FINDING 
From the New York Times, June 12, 1922) 

There is appended a dissenting report by Charles 
Sergent, the French member, which follows: 

“Monsieur Sergent is unable to associate himself 
with the above conclusions and with some of the state- 
ments or suggestions contained in the present report 
referring to numerous remarks made by him in the 
course of the Committee's deliberations. 

“He makes the general statement that he cannot, 
in order to promote a loan, contemplate new limita- 
tions in Germany’s liability which do not appear to 
him to be justifiable, nor any diminution whatsoever 
of the rights of France recognized by the Treaty. 

“In agreement with the French delegate on the 
Reparation Commission, he is of the opinion that it 
is not within the competence of the Committee of 
Bankers to inquire into modifications in the obliga- 
tion of the German Government as defined by the 
Treaty of Versailles, and, in particular, in the schedule 


of payments of May 5, 1921.” 
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MAJORITY AND MINORITY REPORTS TO THE 
REPARATION COMMISSION BY THE 
TECHNICAL EXPERTS ON THE 


STABILIZATION OF THE 
GERMAN MARK 


A. THE MAJORITY REPORT 


Reprinted from the New York Times, November 10, 1922, with 


corrections from L’Europe Nouvelle, November 25, 1922) ' 


Part I 


REPORT ON THE STABILIZATION OF THE MARK 


We are deeply impressed with the vital need of 
the immediate stabilization of the mark. It is an es- 
sential condition for saving Germany from the threat 


of a complete collapse. It is equally essential in the 
interests of her creditors, whose claims will otherwise { 
become valueless. 


Granted certain concessions from these creditors, 
which we indicate below, stabilization is possible. But 
it must primarily depend upon Germany’s own efforts 


and own resources and on resolute action by her Gov- 


It is hopeless at this stage to expect it to 


be accomplished by foreign assistance as its main 
foundation. Germany must have a constructive policy 
of her own even though it involves risk. No other 


course is open. 

To the question whether stabilization is possi- 
ble in present conditions we reply “No.” First, for 
internal reasons in particular, the results of the finan- 
cial methods adopted by the German Government 
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during and after the war, and, second, for external 
reasons, in particular the burdens of the Versailles 
Treaty. With the necessary internal action we deal 
below. 

3. As regards external burdens, we are of the opin- 
ion that as long as Germany is not relieved for a 
period from payments under the Versailles Treaty 
any attempt to stabilize the mark would be futile and 
could only result in useless dissipation of Germany’s 
ultimate reserves. 

Such relief is therefore an indispensable prior con- 
dition. The length of the period for which payments 
must be suspended will depend on the possibility of 
establishing a surplus in the German budget. An 
essential principle is that payments must not begin 
again until they can be made from a real surplus 
and not from the proceeds of fresh inflation. We be- 
lieve that period must now be fixed at two years at 
least. Suspension of payments must include deliver- 
ies in kind as well as cash payments. 

4. Any scheme of stabilization can only be re- 
garded as provisional pending final settlement of the 
reparation question at an early date on lines capable 
of being carried out. Nevertheless, in view of the 
risks of inaction even for a short further period we 
think stabilization must be begun in advance, if 
necessary, of a definite settlement of this question. 

5. With the relief proposed above the success of 
any scheme of stabilization must depend, not on a 
foreign loan, but rather on industrial and budgetary 
developments within Germany and on final settle- 
ment of the reparation problem at an early date. 

Nevertheless, the support of an international con- 
sortium would be of greatest importance in its effect 
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on public confidence. We think, while plans of stab- 
ilizing the mark are being put into working shape, 
negotiations should be initiated immediately to 
obtain such support, perhaps in the form of credits 
to be utilized in case of need, and that a group of 
bankers should be called together forthwith to con- 
sider the foundation of a consortium for the purpose 
of cooperating in the scheme of stabilization as pro- 
posed below. 

We wish, however, to make it clear that in our 
opinion, pending final settlement of the reparation 
question on sound lines, no credit can be obtained from 
a foreign consortium except on a very modest scale to 
supplement and support. Germany’s own efforts. No 
really substantial loan can possibly be obtained from 
foreign sources until the lenders have assurance as to 
their position and the conclusion of the moratorium 
period. For without such assurance no sound basis 
of credit exists. 

6. In the long run the success of stabilization must 
depend on equilibrium of the budget. On the other 
hand, stabilization is itself a necessary condition for 
a recovery of equilibrium. We have been informed 
from the German Treasury that if the mark were 
stabilized and if the budget were relieved of the pres- 
ent extraordinary charges it would be possible to 
balance normal revenue and expenditure at an early 
date. 

Present conditions have thrown the statistics oi the 
budget into confusion, but we see no reason to doubt 
the accuracy of this expression of opinion as to what 
is possible. The utmost economy in Government 
expenditure and the utmost rigor in the collection of 
taxes are of first importance. Capital expenditure for 
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21 
public services should not be charged to the revenue 
account but paid for out of internal funded loans. 
Nevertheless, it is neither necessary nor practicable 
to prohibit absolutely an increase in the floating debt, 
but for a brief period it would be possible with a 
stabilized mark to allow just enough further increase 
to tide over immediate difficulties. 

7. We have found that the principal objection in 
the minds of many authorities to any scheme of stab- 
ilization without a large measure of external support 
is based on pessimistic conclusions relating to the 
balance of trade. Under present conditions we lack 
the statistics on which to base sound conclusions. We 
have been given many different figures, and we doubt 
'f any of them deserve much credence. 

In order to form any judgment at all on the amount 
of the adverse balance which probably exists for the 
moment we are driven to another method of calcu- 
lation. On the debit side of the balance of payments 
Germany has had to cover her adverse balance of 
trade, her payments under the Treaty and the flight 
of capital from the country. To meet this she has 
had to rely on certain items of “invisible exports,” 
foreign credits and purchases by foreignersof marksand 
mark assets. Somehow or other these different sets 
of items must have balanced even during the current 
year. If the adverse balance of trade has been as 
large as some people suppose, the purchase of mark 
assets by foreigners has to be put at an impossibly 
high figure. 

We draw from this the conclusion that the actual 
trade balance against Germany cannot even now be 
very great and that if she is relieved of cash payments 
under the Treaty and of coal imports in replacement 
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of reparation deliveries, it should not be beyond her 
capacity to pay her way. 

We think, therefore, that the state of her trade 
balance is not a fatal obstacle to stabilization. More- 
over, a sound currency is in itself a strong corrective 
to an adverse trade balance and will bring into opera- 
tion many forces tending toward equilibrium. 

There is, however, one concession without which 
the restoration of Germany’s trade equilibrium might 
impose privations so severe as to risk a breakdown of 
the practical execution of our plan, namely, the resto- 
ration to Germany of normal prerogatives in inter- 
national trade as regards her liberty to impose 
import duties on luxuries and the right to claim most- 
favored-nation treatment for her exports. Foreign 
countries may be more willing to modify existing re- 
strictions when, with stabilization. of the mark, Ger- 
many’s competition in foreign markets becomes more 
normal in character. 

8. We conclude that in the conditions we postulate 
an immediate stabilization is possible by means of 
Germany’s own efforts. Indeed, we go further. Cer- 
tain technical conditions are now present—the large 
gold reserve, the scarcity of currency, the margin 
between external depreciation on the one hand and the 
degree of internal inflation and internal depreciation 
on the other—which render the position unusually 
susceptible to control. At the rate of 3,500 marks to 
the dollar the gold in the Reichsbank now amounts to 
about twice the value of the note issue. This is an un- 
precedented situation. No other currency has fallen 
into decay with so great potential support still un- 


used. 
g. We think it would be imprudent to attempt the 
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stabilization we recommend except at a low value for 
the mark, although this value might be appreciably 
higher than at present. It is impossible to say at the 
moment what the rate should be. The recent great 
collapse is mainly due to failure of confidence, and if 
the measures indicated above are taken a great im- 
provement might occur immediately. 

As an illustration of our opinion, we should under 
the conditions as we write (7,000 marks to the dollar) 
regard some rate between 3,000 and 3,500 to the dollar 
as appropriate. But it is necessary to remember that 
at any such rate as this a great increase in the volume 
of notes will gradually become necessary as the busi- 
ness of the country reverts to normal conditions. 

The definite rate to be adopted should be fixed with 
reference to the internal purchasing power of the mark 
and to the position of the external exchanges at the 
date when the plan outlined in the second part of our 
report is put into operation, the general lines of the 
plan having been announced some short time pre- 
viously. It is evident that after stabilization is fullv 
accomplished a new unit, being some multiple of the 
stabilized paper mark, should be adopted for general 
convenience. 


Part II 


OUTLINES OF A PLAN FOR STABILIZING THE MARK 


1. In return for the suspension of payments under 
the Treaty of Versailles for a period of two years, the 
German Government should offer the Reparation 
Commission the following definite guarantees: 

(a) That an independent Board of Exchange 
Control would be constituted as a special department 
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within the organization of the Reichsbank and that 
the Reichsbank would hold adequate gold from their 
reserves at the service of the Board. 

(5) That so long as any part of such gold is un- 
pledged paper marks shall be purchased by the Board 
of Exchange on demand of a fixed rate to the dollar, 
this fixed rate to be determined on the principles out- 
lined in the first part of our report. 

(c) That the aggregate value of the net floating 
debt shall not be increased beyond a definite figure 
all other Government requirements for credit to be 
covered by funded loans. : 

No modification to be made in the above without 
permission of the Reparation Commission. 

It would be necessary, furthermore, for the Repar- 
ation Commission on the one hand and the German 
Government on the other to exempt the resources of 
the Board of Exchange from interference. 

2. On consent of the Reparation Commission being 
obtained to the above the following measures should 
be taken: 

(a) Financial cooperation and support of an inter 
national financial consortium to be invited. 
bh) A foreign currency reserve on such a scale as 
may be required to be created on the basis of the gold 
at the disposal of the Board of Ex« hange in conjunc 


tion with the credit which may be negotiated wit! 


the international consortium from time to time on 
such security as may be acceptable. 

c) Abolition of all exchange regulations and 
restoration of free and unrestricted dealings in ex 
change and foreign securities. 

3. The Board of Exchange to buy and sell foreign 


exchange on demand (on gold exchange standard 





principles) against paper marks at fixed rates, the 
selling rate being not above 5 per cent. dearer than the 
buying rate in the first instance. 

4. The Reichsbank rate to be raised to a high rate 
and dear money to be maintained until stabilization is 
quite secure, but discounts and advances to be made 
freely at this rate for regular trade transactions against 
ill normally approved security. 

5. In order to concentrate into its foreign cur- 
rency reserves as large an amount as possible of the 
free foreign assets of German nationals under con- 
ditions which would inspire confidence: 

(a) The Board of Exchange would issue gold bonds 
guaranteed by the Reichsbank at an adequate rate of 
interest repayable in gold in one or two years in ex- 
change for foreign bank notes, bank balances, etc. 

b) The Board of Exchange would buy foreign 
exchange spot and sell it forward at appropriate cor- 
responding rates for various periods. 

6. The additional notes required to carry on the 
business of the country as it returns to more normal 
conditi Is would be issued (a) by trade discounts and 
trade advances by the Reichsbank and (0) the sale of 
marks by the Board of Exchange against the receipt 
of foreign currency and to the least possible extent 
and for a period not exceeding six months against 
further Treasury bills issued to cover the budgetary 
deficit during the transitional period before the budget 
can be balanced. 

BRAND 
CASSEL 
JENKS 
KEYNES 


Berl November 7, 1922 





B. THE MINORITY REPORT 


Reprinted from the New York Evening Post, December 9, 1922, with 
corrections from L’Europe Nouvelle, November 25, 1022) 


Following is the text of the minority report: 
Question 1. Is any stabilization of the mark 
possible in the present circumstances? 

We reply: Any permanent stabilization of the 
mark cannot be achieved so long as: 

(1) No end has been put to the paper money in- 
flation, the principal cause of which at the present time 
is the deficit in the German domestic budget and pub- 
lic services; 

(2) The balance of payments remains unfavorable 
in consequence of excess of imports, the flight of capi- 
tal from the country, the aversion to the mark at 
home, and the deliveries in kind and cash payments on 
account of reparations. 


Question 2. If not, what essential conditions 


must be created in order to render stabilization pos- 


sible? 
Our reply is already contained in the answer to the 
first question. However, some further elaboration 


appears to us to be advisable: 

(1) The devastating effects of paper money infla- 
tion made themselves felt in Germany, as elsewhere, 
when in the course of the war expenditure was no 
longer met from the ordinary tax revenue, but by 
inverted borrowing; that is to say, by increasing the 
floating debt. Later on this inflation was increased 
by the necessity for procuring foodstuffs and finally by 
the deficit in the ordinary and extraordinary domestic 
budget of the state. 

Each inflation, however, leads automatically to 
further inflation, for every time the purchasing power 
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of the paper mark is diminished a larger sum is re- 
quired to transact the same business. 

If the measures taken to stabilize the mark are to 
have a permanent effect, the causes of inflation, which 
lie with the Government, must disappear. 

This means to say that the domestic budget of the 
state must actually balance, the actual expenditure 
must be kept within the limits of the estimates, which 
should be cut down to the lowest possible figure; if the 
receipts do not suffice to cover expenditures new 
sources of revenue must be opened up. Finally, the 
extraordinary budget must not be burdened with ex- 
penditure for investments of capital which might be 
avoided or postponed until better times, nor must the 
estimates for the extraordinary expenditure contain 
proposals for reparation payments in excess of surplus 
from the receipts of the ordinary budget. 

To obtain this object it will be necessary to exercise 
the strictest economy in state finance, to decrease the 
staff of the Government offices and administrative de- 
partments, and gradually to diminish direct or indirect 
subsistence allowances. 

(2) Unfortunately, we have no exact statistics re- 
garding Germany’s present balance of payments, nor 
even any trustworthy figures as to the balance of trade. 
All that can be said is that these balances apparently 
show a considerable deficit. 

What is the cause of this deficit? 

(a) The falling off of exports, the reasons for which 
are said to lie partly at home and partly abroad. 
Among the causes originating at home the decrease in 
the power of production consequent upon present labor 
conditions is mentioned. It is not for us to judge upon 
internal questions of German legislation, but in our 
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opinion both the Government and people should make 
every possible effort to regain this power of production. 

The most important external cause is said to be the 
obstacles placed in the way of the import of German 
goods by foreign countries. This is a very delicate 
question. Complaints have constantly been heard 
abroad, and not without reason, of the lively competi- 
tion of German industry with the industries of the 
various countries during the last few years, which 
has led to the ruin of several branches of industry. 

If Germany wishes the restrictions placed upon her 
trade to cease, her competition must be normal; that is 
to say, it must not be based on the cheapness of het 
goods in consequence of the continual depreciation in 
her currency. 

In any case, however, it may be said that her bal- 
ance of payments cannot be adjusted unless she se 
cures some possibility of developing her export trade. 

h) An abnormal development of imports in the 
present circumstances. 

The mark has depreciated to such an extent that 
the confidence of Germans in their own currency has 
been more than shaken. The result has been the 
cessation of saving and an inclination to spend the 
mark, either in direct enjoyment or in hoarding up 
supplies. Were confidence to be restored by the 
commencement of stabilization, this inducement to 
import would disappear. 

On the other hand, import is promoted by Ger- 
many’s obligation to allow certain foreign commodi- 
ties to enter the country, and it is also facilitated by 
the so-called “hole in the west.” It is obvious that if the 
German Government remains powerless in this respect 
it will have great trouble in seriously controlling im 
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ports and effectively restricting them. Moreover, 
at the present time the imports of one commodity 
have increased, i. e., of corn; these have been particu- 
larly large this year in consequence of the bad harvest 
in Germany. This factor is only temporary. 

Finally, the import of coal is chiefly a result of the 
obligation to supply coal to the Allies. So long as no 
other arrangements are made this cause of an adverse 
balance will continue to exist. 

c) The flight of German capital abroad and the 
aversion to the mark at home. We have no data which 
would enable us to estimate the extent of this. We 
are, however, of opinion that, on the one hand, so 
soon as stabilization of the mark was begun one of the 
reasons for the flight of capital would be removed and 
there would be a prospect of a general reflux, and on 
the other hand, that German finance legislation should 
take account of the fact that by the taxation of capi- 
tal and income in excess of certain limits, the flight 
of capital is promoted and cannot be entirely pre- 
vented by draconic regulations. 

) Finally, Germany has been compelled during 
the last few years and until quite recently to make 
cash paymentsand deliveries in kind on accountof repara- 
tions, which have considerably influenced her balance 
ot payments. 

We consider that any attempt to stabilize the mark 

ould be futile unless these payments are sus pended until 
there 1s a prospect of equilibrium being insured. 

To sum up, we would say that as it is one of the 
essential conditions of the stabilization of the mark 
that the balance of payments should no longer be ad 
verse to Germany, the above-mentioned unfavorable 
factors must be removed. The German Government 
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inform us that if they were relieved for a sufficiently 
long period from the reparation payments, they are 
convinced that a noticeable improvement in the situa- 
tion would speedily set in. We can but take cognizance 
of their statement. 

Question 3. What means should be adopted for 
stabilization so soon as the essential conditions are 
fulfilled ? 

So soon as the essential conditions described above 
are fulfilled or are on the way to realization, we pro- 
pose the following measures: 


I. STANDARD OF VALUE 


In view of the fact that in the present circumstances 
the paper mark has entirely lost its character of stand- 
ard of value steps must be taken in the immediate fu- 
ture for the creation of a new and constant standard of 
value. This would best take the form of a new gold 
mark. In face of the present impoverishment of the 
entire political economy of Germany, it will, however, 
be advisable to abandon the former unit of value and 
to select a lower unit, which in order to facilitate con- 
version should be equivalent to a component of the 
pound sterling or the dollar; for instance, 1-40 of a 
pound, half a shilling or 1-10 of a dollar. This unit 
should be called the “new gold mark.” 


Il. SPECIE BANK 


With a view to effecting the stabilization of the 
mark, it would be advisable to create an independent 
organization possessing a legal entity, which might for 
instance take the form of a share company and be 
styled “specie bank,” since it would come into exist- 
ence with the object of introducing new money. 
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The initial capital would be fixed at 100,000,000 
gold marks, which must be subscribed by the Reichs- 
bank in gold. The Reichsbank would receive in ex- 
change the shares of the new “specie bank,” so that 
the assets of the Reichsbank would thus in no wise be 
diminished. 

As, however, the creation would require a consid- 
erable period, we believe that in the first instance a 
committee, consisting of representatives of the Min- 
istry of Finance, of the foreign lenders and of the 
Reichsbank, should be formed, in order to start the 
first operations for stabilization. 

Reference to the “specie bank” in the following para- 
graphs should be taken to apply in the meantime only 


to this committee. 


Il. INTERNATIONAL BANK CREDIT 


Stabtlization of the mark can only be effected with the 
assistance of a considerable credit from foreign sources, 
amounting for instance to 500,000,000 gold marks in 
the old currency. This credit would most suitably be 
granted by foreign banks in the form of an acceptance 
credit. It must be placed at the disposal of the “specie 
bank,” which could utilize the advance as required by 
drawing bills, which would enable it to purchase 
foreign exchange. 

Large banks in the United States of America and in 
l-uropean countries with normal currency would be 
most suitable to grant this credit. This group might 
also include banks in other countries, which would be 
approached with a view to their cooperation and de- 
clare themselves willing to participate in the transac- 
tion. 


Under the auspices of the Reparation Commission 
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there should be brought about at the earliest possible 
date the appointment of an international committee of 
bankers, whose task it would be to form a banking 
consortium, to examine in touch with the Reparation 
Commission and the German Government the ques- 
tion of the credit in connection with the guarantees 


to be given. 
IV. PRELIMINARY CONDITIONS OF STABILIZATION 


We consider it advisable at this point to repeat that 
final stabilization can only be achieved provided that 
conditions within the country render possible a stabil 
ization de facto, namely: 

(a) By recovering the equilibrium of the budget; 

(6) By restoring a favorable trade balance in favor 
of Germany, or at least by restoring its equilibrium; 

(c) By restoring equilibrium of the balance of pay- 
ments. 

As regards (a): Should it be impossible to balance 
the budget by increasing the revenue from taxation, 
an attempt must be made to do so by reducing expen- 
diture. As any considerable addition of revenue will 
scarcely be possible, the end will probably only be 
attainable by a reduction of expenditure. In the first 
place, not only must the deficit disappear in the rail- 
way and postal administration (including telephones 
and telegraphs) so that the earnings cover the working 
expenses, but these departments should also show sur- 
pluses sufficient to insure an adequate depreciation 
fund and to provide interest upon the capital invested. 
Moreover, it is imperatively necessary that the vari 
ous subsidies payable in consequence of state control, 
which give rise to a false scale of prices, should be dis- 


continued at the earliest possible date. Finally, ar- 
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rangements should be made to reduce the number of 
(sovernment officials. 

\s regards extraordinary charges, in so far as these 
relate to necessary and permanent expenditure on 
railways, canals, etc., it may be remarked that the 
funds required should be raised by means of internal 
long-dated loans. We shall refer to reparation pay- 
ments further on. 

With regard to (6): Every means must be tried to 
restore a favorable trade balance which would at the 
same time exert a beneficial influence on the balance 
of payments. To this end, in the first place, an tncrease 
of production must be obtained, both by improving the 

orking methods, by working at increased pressure, 
and, if necessary, by prolonging the working hours. 

\t the same time the question of a reduction of 
wages should be considered, together with their 
adaptation to the existing value of money. It cannot, 
however, be expected that the worker would agree to 
such measures, so long as, on the one hand, the in- 
creased output of labor does not at the same time 
prove beneficial to the German people in general and 
to the workers themselves, and, on the other hand, so 
long as the nominally reduced salary has not an in- 
creased buying power. 

With regard to (c): Reparation payments cannoi 
be forced upon the German Reich so long as they can 
not be met by drawing upon the budget surplus; 
otherwise the result would be a new issue of Treasury 
bonds, and, consequently, an increased circulation of 
notes, that is, increased inflation, and stabilization 
would thus be rendered impossible. 

lhere can be no question of a definitive stabilization 
until the conditions mentioned have previously been 
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fulfilled. For that purpose the Government must 
balance the budget; manufacturers and workers should 
seek to increase the output of labor; and the Allied 
Governments should agree to regulate the payments 
to be made under the head of reparations. 

In the long run, stabilization can be maintained 
only on condition that a definitive solution be found 
for the reparation question, providing for a definite 


plan of payment. 


V. PROVISIONAL STABILIZATION 


An attempt might be made to secure provisional 
stabilization based on the hope that the prerequisite 
conditions above indicated could be fulfilled in the 
immediate future. In this respect it is well to bear in 
mind, in the case of provisional stabilization, the possi- 
bility that it might later prove impossible to fulfill the 
required conditions. 

Stabilization should begin in the following manner: 

As it is of the utmost importance that the “specie 
bank,” upon which will devolve the direction of oper- 
ations, should be sufficiently strong to resist all con- 
trary currents, the “specie bank,” i.e., the Committee, 
should have at their disposal: 

(1) The aggregate foreign credit, and 

(2) Asum of gold, as considerable as possible, io be 
furnished by the Reichsbank. 

By means of these considerable liquid resources the 
“specie bank” would buy up mark holdings and bank- 


notes expressed in marks, concentrating their activi- 


ties on foreign markets. 

By suitable action we believe it would be possible 
effectively to deal with any counter-operations which 
might be attempted and to obtain a very appreciable 
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improvement in mark exchange on the foreign 
markets. 

To effect an upward movement of the mark is one 
of the principal objects, as the recent collapse of the 
mark was mainly due to panic, and the restoration of 
confidence may speedily bring about a counter-ten- 
dency. 

Assuming that it is possible in this way to restore 
the mark to an appreciably higher level, the following 
important advantages will result: 

a) A stop will be put to the disproportionateiy 
heavy depreciation of the mark; 

b) The mark will be placed on a basis which, com- 
pared with the present position, will not represent the 
absolute depreciation of all mark holdings; 

(c) The higher the value at which the mark can be 
stabilized, the sooner will the note circulation suffice 
for the requirements of the country. 

On the other hand: (a) Definitive adaptation of the 
scale of wages to the new internal value of the mark 
will require a more or less lengthy period, during which 
very serious difficulties will have to be overcome; and 

an appreciable reduction in prices will be the 
natural consequence. 

Improvement in the economic situation by means of 
stabilization will also make it easier for the Govern- 
ment to follow a sound economic policy. The budget 
will then rest upon a secure foundation and equilib- 


rium will be restored. 


VI. MOMENT FOR PROVISIONAL STABILIZATION 


If all these desirable consequences are taken into 
consideration, it would certainly appear advisable to 
make an immediate attempt to effect stabilization, 
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provided there is a reasonable prospect of the above- 


mentioned conditions being fulfilled at no remote dati 


VIl. EXCHANGE OFFICE 


When the mark has attained a sufficiently high 
value every effort must be made to maintain it at that 
rate, either by the purchase of foreign exchange when 
the mark appreciates or by purchase of marks if the 
rate requires support. This could best be achieved by 

1 exchange othce. The “specie bank” might also take 


over the functions of this office. 


VIII. EVENTUAL PARALLEL CURRENCY 


The end to be aimed at consists in the restoration 
of a gold currency. Should a transition period be 
necessary, it might be advisable to leave the pape 
mark temporarily in circulation and at the same time 


to introduce the gold mark as a real currency. We 


} 


:ope, however, that direct transition from paper 


currency to gold currency may be possible. 


IX. DEFINITE STABILIZATION 


[t will then be nec essary to consider by what method 
the paper mark notes still in circulation can be ex- 
changed for gold mark notes or corresponding credits. 
\fter these measures have been carried out the aboli 
tion of the “specie bank” may be considered, when the 
Reichsbank would resume sole charge of the issue of 


notes and the manipulation of the parity of exchange. 


X. FLOATING DEBT 


During a certain transition period the increase o! 
the floating debt could be entirely prohibited ; there 


fore, the Government should be given a possibility of 
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increasing the floating debt within certain limits to be 
prescribed later, until the favorable effect of stabil- 
ization has made itself felt. 

The measures to be taken must be tnttrated forthwith, 
as otherwise it 1s to be feared that any action will come 


too late to have any chance of success. 


(Signed) Dr. G. VISSERING 
LtopoLp DuBols 
Boris KAMENKA 


C. THE BRAND MEMORANDUM 


Translate 


1 from L’Europe Nouvelle, November 25, 1922) 


(1) The Minister of Finance has requested me, in 
the name of the German Government, to express my 
opinion on the possibility of obtaining, at the present 
time, loans or credits on the London market to support 
the plan of stabilizing the mark. In complying with 
this request I beg you to consider it understood that I 
am merely expressing my own personal opinion. I am 
in no way authorized to speak in the name of other 
London bankers. 

(2) Ina report which I shall sign in the capacity of 
expert invited by Germany I shall express my opinion 
on the subject of foreign loans and credits in their 
relation to the problem of stabilization in general. 
Here I shall confine myself purely to a consideration 
of the question from the point of view of banking tech- 
nique 

(3) In my opinion it is not possible to appeal to 
private capital in England for a German loan. The 
reasons given last June by the Bankers’ Committee 
have lost none of their force. Moreover, this latest fall 
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in the value of the mark has completely ruined German 
credit abroad. I agree absolutely with the opinion of 

: the Bankers’ Committee that certainty on the subject 
of Germany’s future obligations is essential. So long 
as that certainty has not been obtained I do not believe 
it will be possible to appeal to the public. 

(4) There remains then only the question of the 
facilities to be granted by the banks. It would cer- 
tainly be possible to obtain a loan guaranteed by the 
gold of the Reichsbank, which would be deposited in \ 
a place designated by the bankers. I do not believe it 

. would be possible to obtain other loans, unless Ger- 

. many’s obligations under the Treaty of Peace be made 

the object of a complete moratorium extending over a 
considerable period. If such a moratorium were 
granted, say for two years, and if in Switzerland, in 
Holland and in other countries there were financial 
circles completely au courant with the situation in Ger- 

many and disposed to place themselves at the head of 

this undertaking, it might be that the London bankers 
would participate, for instance in the form of an accep- 
tance credit of at least five million pounds sterling 
(£5,000,000). But if this uncertainty regarding Ger 
many’s obligations should still exist at the end of the 
moratorium period, and if the possibility of a complete 
financial collapse in Germany should persist at the end 
of that time, the creditors would exact a guarantee of 
reimbursement before the expiration of the morator- 
ium. 

In any case, for the operation in question it would 
be necessary to secure the consent of the Bank of 
England, and the right of discounting in London the 
drafts drawn thereon. 

Berlin, November 7, 1922 Signed: BRAND 
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D. THE REPORT OF MM. VISSERING, DUBOIS 
AND BRAND 


Translated from L’ Europe Nouvelle, November 25, 19 


lo Dr. Hermes, Minister of Finance, Berlin: 


The German Minister of Finance has asked us in 
what manner and under what conditions we view the 
intervention of an international consortium for the 
stabilization of the mark. 

The great depreciation in German securities during 
the last few months, which is daily becoming more 
acute, is in our opinion the result of a crisis in public 
confidence in Germany and abroad. For that reason 
foreign cooperation is desirable. Hence we believe it 
would be possible, under the auspices of the Repara- 
tion Commission, to bring about as soon as possible a 
meeting of a group of bankers belonging to countries 
whose exchange is normal, i.e., the United States, 
England, Holland, Sweden and Switzerland, with 
whom might be associated bankers of other countries 
who are disposed to collaborate. Such a group would 
discuss the formation of an international consortium 
for the purpose of cooperating with the German Gov- 
ernment and the Reichsbank in stabilizing the mark, 
by whatever means they should deem most efficacious. 

Without wishing to anticipate any resolutions which 
might be adopted by the above group, we think it 
would perhaps be well to express our opinion concern- 
ing the method of procedure: 

1) While the consortium is in operation and until 
ts advances have been completely repaid, Germany 
should be freed from all cash payments and payments 
in kind under the head of reparations. 
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>) The consortium should be constituted for a 


sum equivalent to at least 500,000,000 gold marks. 


(3) This amount should be made available in the 


form of an acceptance credit, drafts being drawn 


thereon by the German Treasury, indorsed by the 


Reichsbank, and stipulated in the currency of the 


country maintaining the credit. 

(4) The drafts could be renewed for a period not to 
exceed two years, subject to approval by the central 
banks of issue. 

5) The Reparation Commission would be re- 
quested to agree that the advances made by the con- 
sortium be given priority over all payments in cash 
on account of reparations. 

6) The German Government shall give as special 
guarantee in favor of these advances made by the 
consortium all receipts ffom export taxes, following a 
method to be agreed upon. 

(7) Coincidently, the Reichsbank would unde 
take to share in the work of stabilization by an equal 
amount, establishing by the use of a part of its gold 

an equal credit, so that all the funds so allocated would 
amount to one billion marks or its equivalent. 

(8) We refrain from expressing our opinion on the 
question of conditions of interest and commission 
which would be required from Germany, that subject 
being reserved. 


Berlin, November 7, 1922 Signed: VISSERING 
DuBoIs 


| agree with the above, subject to the remarks in my 
memorandum on the position of the London money 
Signed: BRAND 
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REPLY OF THE GERMAN GOVERNMENT 
TO THE REPARATION COMMISSION, 
NOVEMBER 8, 1922 
Translated from Le Temps, November 10, 19 

lo the President of the Reparation Commission: 

In the name of the German Government I have the 
honor to answer the note of the Reparation Commis- 
sion dated the sixth of this month, and to reply as 
follows: 

1. The German Government hereby reiterate the 
declaration which they have already made, namely, 
hat they are ready to discharge in full the obligations 


which they assumed with regard to the Committee on 
(;uarantees, in the terms of the memorandum of July 
(t8th. They have already taken all the measures re- 


quired for this purpose. 

The German Government once more declare 
that they consider the consolidation and the recovery 
of the rate of exc hange of the mark to beat present the 


most important and most urgent task now confront- 
ing them. In addition to their proposition made on 
the 4th of this month, they submit the following on 
the subject of the stabilization of the mark: 


It is necessary to insist once more that anything 
that can be done at the present time to stabilize the 
mark can be no more than an expedient, adopted for 
the purpose of restoring a certain degree of public con- 


I 


idence, both in Germany and abroad, in the future of 


he German political system and of German finances 


+4 


ee waseraintes Sa 





f 
' 





12 


Absolute certainty that measures which may be 
adopted in future will be crowned with permanent suc- 
cess can be obtained only if we attack without delay 
the final solution of the reparation problem, in the 
effort to reach a satisfactory conclusion as promptly as 
possible. However, in the opinion of the German 
Government it is both necessary and possible to take, 
from this time forward, measures looking to the stab- 
ilization of the mark through the cooperation of 
foreign banking syndicates and of the Reichsbank. 

The German Government have requested several of 
the foreign experts whom they invited to Berlin to 
ptepare a definite plan showing in what manner and 
under what international conditions a consortium for 
the purpose of stabilizing the mark might be consti- 
tuted, and by what means the operation of such a con- 
sortium might be given effect. 

In response to this request, MM. Vissering, Dubois 
and Brand joined in presenting their expert opinion, 
and M. Brand individually expressed an opinion on 
the possibility that the London money market might 
participate in the above-mentioned credit operation. 

We have the honor to submit herewith to the Repar- 
ation Commission the texts in question. 

The German Government recommend that the 
project be given most serious consideration on the 
part of the Reparation Commission. They beg the 
Commission to adopt it as the basis for further treat- 
ment of the problem of stabilization. In particular, 
the German Government adopt the idea of an inter- 
national banking consortium which would undertake 
to carry out without delay the work of consolidation 
contemplated in the plan. The Reichsbank itself is 
convinced of the extraordinary importance attached 
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to the formation of such an international banking con- 
sortium, for the restoration of confidence and for the 
success of any action undertaken to stabilize the mark; 
the Reichsbank declares itself ready to cooperate in 
such action, as well as to subscribe, for its part, a 
certain fraction of the funds. 

On this basis the work of stabilization would pro- 
ceed as follows: Subject to uniform regulations, the 
funds thus rendered available would be used to regu- 
late the rate of exchange of the mark by means of the 
purchase and sale of mark exchange. As regards the 
details, especially as to the nature and extent of par- 
ticipation by the Reichsbank, it would be necessary to 
reach an understanding with the foreign bankers. It 
would also be necessary, always with the consent of 
the Reparation Commission, to arrange with the 
bankers the guarantees to be given by the Reich. 

The first condition imposed by the experts requires 
that while the above system is in force, and until the 
sums granted by the consortium are entirely repaid, 
Germany should be temporarily freed from all cash 
payments imposed under the Treaty of Versailles, as 
well as from all payments in kind for reparation pur- 
poses. 

The German Government themselves believe that 
to begin with it is best that the process of stabilization 
(which in turn constitutes an indispensable prerequi- 
site for the restoration of the equilibrium of the 
Reich) should not be impeded in any way until it shall 
have been, to a certain degree, completed, so that the 
general economic life of Germany will be in condition 
to permit the resumption of the payments in kind im- 
posed under the Treaty of Versailles. However, the 
German Government, as it had informed the Repara- 
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tion Commission, is disposed to undertake, even during 
the process of stabilization, to continue the deliveries 
necessary for the work of reconstrutting the liberated 
regions, in so far as it is possible to meet the costs oc- 
casioned by such payments in kind without increasing 
the floating debt, 1. e., either by means of a budget 
appropriation or through an internal loan. 

The plan proposed by the German Government, to- 
gether with the banking experts, to stabilize the mark 
and effect its recovery, has other purposes than that 
of saving Germany from the difficulties caused by her 
monetary situation. Not only does it seem possible, 
by means of this plan, to balance the budget and 
to check the growth of Germany’s floating debt, but 


it is at the same time an indispensable prerequisite 


to Germany’s being placed in a position to renew repar- 
ation payments in kind and especially to contract ex- 
ternal loans the proceeds of which would render possi- 
ble the payment of her debts. 


I am, ete 


WIRTH 


November 8, 1922 
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IV 


NOTE OF THE GERMAN GOVERNMENT 
TO THE REPARATION COMMISSION, 
NOVEMBER 14, 1922 
Translated from L’ Europe Nouvelle, November 25, 1922) 


By order of the German Government I have the 
honor to make the following communication to the 
Reparation Commission: 

The second report of the international experts con- 
vened by the Reich having been received since the 
Government sent their note dated the 8th of this 
month, the Government of the Reich beg the Repar- 
ation Commission to take note of the two reports 
herewith. The German Government adopt, in its 
essential points, the contents of these reports, and in 
consequence of negotiations between them and the 
Reichsbank, which have taken place in the interval, 
they present to the Reparation Commission, to com- 
plete the proposals made in their letters of November 
4 and 8 of this year, the following general plan to 
effect an upward movement in the mark, and to stab- 
ilize its rate of exchange: 

1. The mark cannot be definitively stabilized until 
the reparation question has been definitely solved in a 
manner adapted to Germany’s capacity to pay. But as 


he recent collapse of the mark does not permit of 


further delay in solving that problem, it is necessary 


o take provisional measures immediately to raise and 


tabilize the rate of the mark. 


; i hi Droy Ion il action, as experience has demon 
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strated so far, cannot be undertaken by Germany 
alone. To restore confidence in the mark foreign 
collaboration is necessary. 

3. The Reichsbank has declared itself willing to 
place at the disposal of such an enterprise a sum of 
500,000,000 gold marks, either in gold or in foreign 
currency. 

4. The carrying out of this work of stabilization 
implies the following prerequisities: 

(a) Germany shall, during three or four years, be 
exempt from all cash payments and payments in kind 
under the Treaty of Versailles. 

Deliveries in kind for the reconstruction of the 
devastated regions will be continued in so far as their 
cost may be covered without increasing the floating 
debt, i. e., by means of current receipts or internal 
loans. 


b) Foreign banks shall place at Germany’s dis- 


posal for the work of stabilization a guaranteed credit 
of at least 500,000,000 gold marks, so that there will be 
disposable for the work of stabilization a minimum 
of one billion gold marks. 

5. The abcve-mentioned prerequisites are also 
deemed indispensable by the Reichsbank, in view of 
its consenting to lend 500,000,000 marks out of its gold 
reserve. 

But the Reichsbank cannot pledge or guarantee 
foreign banking credit. The guarantees exacted by the 
lenders must be furnished by the Reich, with the 
approval of the Reparation Commission. 

6. The funds loaned by foreign banks and by the 
Reichsbank will be administered by an independent 
bureau, making use of the organization of the Reichs- 


bank; this bureau shall be composed of representatives 
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of the foreign banking groups, lenders, of the Reichs- 
bank, and of the financial administration of the Reich. 

7. The said bureau will intervene to support the 
rate of the mark. It will attempt first of all to collect 
abroad (in New York, London, Amsterdam, Zurich) 
for the Reich all disposable German mark holdings; 
this will at the same time cause a falling off in foreign 
exchanges. Moreover, the bureau will attempt, by 
buying and selling foreign exchange, to regulate the 
rate of the mark in Germany and abroad. 

8. When through the work of stabilization the rate 
of the mark shall have been raised sufficiently to 
restore confidence in Germany, the German Govern- 
ment shall contract an internal gold loan under suit- 
able conditions. 

Moreover, the German Government is willing to 
negotiate foreign loans which will be agreed upon 
under suitable conditions. 

During the period indicated in paragraph 4 (a) half 
the proceeds of the internal loan and the entire exter- 
nal loan will serve to meet the cash payments and pay- 
ments in kind under the Treaty of Versailles. The 
other half of the proceeds of the internal loan will meet 
the requirements of the German budget, in particular 
the repayment of the consolidation credit. 

9g. The above measures will enable Germany to 
balance the budget, to put an end to all further in- 
crease in the floating debt and, in the immediate fu- 
ture, to discontinue discounting Treasury bonds to the 
Reichsbank. When the budget has been balanced, 
further loans will be contracted only for productive 
investments, and the floating debt increased only to 
obtain money temporarily while awaiting the issue of 
the loan in question. Thus the causes of inflation will 
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disappear. Germany, through internal reforms, will 

reduce her expenses and increase her revenues. On 

this point it is well to consider the following: 
Suppressing services that are becoming superfluous; 


diminishing the number of employees and officials; 


avoiding unproductive expenses; 

Reducing to the most urgent cases legislative meas- 
ures necessitating further expenditures; 

Making productive State exploitations, that they 
may cover their own costs and become remunerative. 

10. Germany will take all appropriate and neces- 
sary steps to increase production by increasing the out- 
put of labor, and thus restore her commercial equili- 
brium. For that purpose, and particularly to provide 
an efficacious remedy for the present distressing condi- 
tion of Germany’s economic system, tariff or adminis- 
trative measures will be taken to regulate anew the 
whole question of working hours, maintaining the 
eight-hour day as the normal working day, and 
authorizing exceptions limited by law; measures to 
encourage the training of skilled workmen will be 
favored; the consumption and importation of luxuries 
will be opposed and the consumption of alcohol re- 
duced. 

In order to increase agricultural production, the 
control of grains used in the making of bread will be 
gradually suppressed. The rise of the mark will abolish 
the essential reasons on which, up to the present time, 
the policy in regard to grain has been based. 

11. On the other hand the stabilization of the mark 
will force foreign states to abolish their restrictions on 
the importation of German goods, restrictions which 
originated in the depreciation of German currency. 
In addition, Germany will be granted in all respects 
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equality of economic rights; independent economic 
administration of the occupied regions will be restored 
to Germany so as to reestablish her trade balance and 
balance of payment. In order to carry out the plan 
outlined above, the German Government have the 
honor to submit to the Reparation Commission the 
following requests: 

(a) To fix definitely Germany’s obligations, as soon 
as possible, at such a figure that, including the loans 
to be contracted, they can be met by drawing upon the 
budgetary surplus; 

(>) That Germany be exempt meanwhile, during a 
period of from three to four years, from all cash pay- 
ments and deliveries in kind to be made under the 
Treaty of Versailles, subject to the reservations indi- 
cated in paragraph 4 (a), sub-paragraph 2, relating to 
the reconstruction of the devastated regions. 

(c) That a conference of international financiers be 


‘ : . A 6 
convened immediately to discuss the bank credit to 


be granted Germany. 
On their part, the German Government are willing 
to assume the charge of assembling such a conference. 
(d) To support the demands which the Govern- 
ment will address to the Governments interested in 
order to obtain the indispensable prerequisites indi- 


cated in paragraph 2. 


Paris, November 14, 1922 Signed: FISCHER 
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PROTOCOLS CONTAINING THE SCHEME FOR 
THE FINANCIAL RECONSTRUCTION OF 
AUSTRIA 


Elaborated by the Council of the League of Nations and 
signed at Geneva, October 4, 1922 


(Reprinted from the Supplement tothe Monthly Summary of the League of 
Nations, October, 1922) 


No. I 
DECLARATION 


THE GOVERNMENT OF His BRITANNIC MAJEsTy, 
THE GOVERNMENT OF THE FRENCH REPUBLIC, THE 
(GOVERNMENT OF His MAJESTY THE KING OF ITALY, 


AND THE GOVERNMENT OF THE CZECHOSLOVAK RE- 


PUBLIC, 

Of the one part, 

At the moment of undertaking to assist Austria in 
her work of economic and financial reconstruction, 

Acting solely in the interests of Austria and of the 
general peace, and in accordance with the obligations 
which they assumed when they agreed to become 
Members of the League of Nations, 

Solemnly declare: 

That they will respect the political independence, 
the territorial integrity and the sovereignty of Austria; 

That they will not seek to obtain any special or 
exclusive economic or financial advantage calculated 
directly or indirectly to compromise that indepen- 
dence; 

That they will abstain from any act which might 
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be contrary to the spirit of the conventions which 
will be drawn up in common with a view to ef- 
fecting the economic and financial reconstruction 
of Austria, or which might prejudicially affect the 
guarantees demanded by the Powers for the pro- 
tection of the interests of the creditors and of the guar- 
antor States; 

And that, with a view to ensuring the respect of 
these principles by all nations, they will, should oc- 
casion arise, appeal, in accordance with the regulations 
contained in the Covenant of the League of Nations, 
either individually or collectively, to the Council of 
the League, in order that the latter may consider 
what measures should be taken, and that they will 
conform to the decisions of the said Council; 


THE GOVERNMENT OF THE FEDERAL REPUBLIC 
OF AUSTRIA, 

Of the other part, 

Undertakes, in accordance with the terms of Arti- 
cle 88 of the Treaty of St. Germain, not to alienate 
its independence; it will abstain from any negotiations 
or from any economic or financial engagement calcu- 
lated directly or indirectly to compromise this independ- 
ence. 

This undertaking shall not prevent Austria from 
maintaining, subject to the provisions of the Treaty 
of St. Germain, her freedom in the matter of customs 
tariffs and commercial or financial agreements, and 
in general, in all matters relating to her economic ré- 
gime or her commercial relations, provided always that 
she shall not violate her economic independence by 
granting to any State a special régime or exclusive 
advantages calculated to threaten this independence. 
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The present Protocol shall remain open for sig- 
nature by all the States which desire to adhere to it. 

In witness whereof the undersigned, duly authorized 
for this purpose, have signed the present Declaration 
(Protocol I). 

Done at Geneva in a single copy, which shall be de- 
posited with the Secretariat of the League of Nations 
and shall be registered by it without delay, on the 
fourth day of October, one thousand nine hundred and 
twenty-two. 

(Signed) BALFOUR (Signed) SEIPEL 
G. HANOTAUX 
IMPERIALI 
— 
POSPISIL 
Certified true copy: 


Director of the Legal Section of the Secretariat of the 
League of Nations. 


No. Il 


With the object of assisting Austria in the work of 
her economic and financial restoration, the BRITISH, 
FRENCH, ITALIAN, CZECHOSLOVAK AND AUSTRIAN 
GOVERNMENTS have by common consent drawn up 
the following provisions: 


ARTICLE I 

The Austrian Government may create, under the 
guarantee resulting from the present Convention, 
the amount of securities necessary to yield an effective 
sum equivalent to not more than 650 millions of gold 
crowns. The capital and interest of the securities so 
issued shall be free from all taxes, dues or charges for 
the benefit of the Austrian State. 
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ARTICLE 2 
The expenses of issue, of negotiation and of delivery, 
shall be added to the capital of the loan as fixed unde: 
the preceding Article. 


ARTICLE 3 
The service of the interest and amortization of the 
loan shall be assured by means of an annuity provided 
by the revenues assigned as security for this loan in 
accordance with the provisions contained in Protocol 
IIT. 
ARTICLE 4 
The yield of the loan may not be employed except 
under the authority of the Commissioner-General 
appointed by the Council of the League of Nations and 
in accordance with the obligations contracted by the 
Austrian Government and set out in Protocol III. 


ARTICLE 5 
The British, French, Italian and Czechoslovak Gov- 
ernments, without prejudice to action by other Govern- 
ments which may accede to the present Convention, 
undertake to ask without delay from their Parliaments 
authority to guarantee (subject always to the approval 
by the Austrian Parliament of Protocol III, and to the 
voting by that parliament of the law contemplated in 
Article 3 of the said Protocol) the service of the annuity 
of this loan, up to a maximum of 84 per cent., to be 
shared under special arrangements between the parties 
concerned. 
ARTICLE 6 
Each of the four Governments shall have power to 
appoint a representative on the Committee of Control, 
the functions of which are determined by the provisions 


55 





TE 


54 


set out below. Each such representative shall have 
twenty votes. 

Those Governments which may agree to guarantee 
the remainder of the annuity which is not covered by 
the guarantee of the British, French, Italian and 
Czechoslovak Governments, shall in like manner have 
power either to appoint one representative each, or to 
agree among themselves to appoint common repre- 
sentatives. Each representative shall have one vote 
for every I percent. guaranteed by his Government. 


ARTICLE 7 
The method of application of the guarantee, the 
conditions of the loan, the issue price, the rate of in- 
terest, the amortization, the expenses of issue, of ne- 
gotiation and of delivery, shall be submitted for the 
approval of the Committee of Control constituted by 
the guarantor States. The amount of the annuity 
necessary for the service of interest and amortization 
of the loan shall likewise be approved by the Com- 
mittee of Control. Every loan proposed by the Aus- 
trian Government, and not falling within the condi- 
tions of the program contemplated in Protocol III 
shall first be submitted for the approval of the Com- 
mittee of Control. 
ARTICLE 8 
The Committee of Control shall determine the con- 
ditions under whiéh the advances by the Governments 
should be effected in the event of the guarantee coming 
into operation, and the method of repaying such ad- 
vances. 
ARTICLE 9 
Within the limits fixed by the contracts under which 
they are issued, the Austrian Government shall have 
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the right to effect conversion of the loans with the 
consent of the Committee of Control; it shall be 
obliged to exercise this power on the request of the 
Committee of Control. 


ARTICLE 10 


The Committee of Control shall have the right to 
require the production of periodical statements and 
accounts and any other information urgently needed 
in regard to the administration of the revenues as- 
signed as security; it may bring to the attention of the 
Commissioner-General any administrative changes 
and improvements calculated to increase their produc- 
tivity. Any changes in the rates producing such 
revenues which might be such as to reduce their mini- 
mum total yield, expressed in gold, as this may be 
determined before the issue of the loans in order to 
provide the necessary annuities, shall first be sub- 
mitted for the approval of the Committee of Control. 
The same rule shall apply to proposed contracts for the 


concession or farming out of those revenues. 


ARTICLE II 


In case the yield of the assigned revenues should be 
insufficient and should involve a possibility of bringing 
into operation the guarantee of the Governments, the 
Committee of Control may require that other revenues 
sufficient to meet the service of the annuity shall be 


assigned as security. 


Any draft instrument or contract which is likely - 


materially to change the nature, condition or adminis- 
tration of the public domain of Austria shall be com- 
municated to the Committee three weeks before the 


instrument becomes final. 





ARTICLE I2 

The Committee of Control shall meet from time to 
time at such dates as it may itself determine, prefer- 
ably at the seat of the League of Nations. It shall 
communicate only with the Commissioner-General, 
who shall be present or shall be represented at the 
meetings of the Committee of Control. The decisions 
of the Committee shall be taken by an absolute 
majority of the votes present; provided always that a 
majority of two-thirds of the votes present shall be re- 
quired for any decisions under Articles 7 and 8. 

An extraordinary meeting of the Committee of Con- 
trol shall be convened on a request supported by not 
less than ten votes. 

ARTICLE 13 

The Committee of Control, or any one of its mem- 
bers, may demand any information or explanations as 
to the elaboration and the execution of the program 
of financial reform. The Committee may address any 
observations or make any representations to the Com- 
missioner-General which it recognizes to be necessary 
to safeguard the interests of the guarantor Govern- 
ments. 

ARTICLE 14 

In the event of abuse, the Committee of Control or 
any guarantor State may appeal to the Council of the 
League of Nations, which shall give its decision with- 


out delay. 


ARTICLE 15 


In the event of any difference as to the interpre- 
tation of this Protocol, the parties will accept the 
opinion of the Council of the League of Nations. 
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In faith whereof the undersigned, duly authorized 
for this purpose, have signed the present Protocol. 
Done at Geneva in a single copy, which shall be de- 
posited with the Secretariat of the League of Nations 
and shall be registered by it without delay, on the 
fourth day of October, one thousand nine hundred and 
twenty-two. 
(Signed) BALFOUR (Signed) SEIPEL 
G. HANOTAUX 
IMPERIALI 
KRCMAR 
POSPISIL 
Certified true copy: 
Director of the Legal Section of the Secretariat of 
the League of Nations. 


ANNEXES TO PROTOCOL II 
PREAMBLE 

1. The guarantee granted by the States signatories 
of Protocol II shall be employed for an Austrian loan 
of 650 million gold crowns, bonds for which shall all 
be of the same character and shall offer the same se- 
curity, the Financial Committee having calculated 
that the Austrian deficit needs to be increased from 
520 to 650 million gold crowns so as to take into ac- 
count the advances made by certain Governments in 
the course of this year, which carry the right to repay- 
ment either from the proceeds of the loan organized by 
the League of Nations, or in securities enjoying the 
same guarantees and the same advantages. 

2. In order, however, that the advances which may 
result from the guarantee of that part of the Austrian 
loan which should be devoted to the repayment of ad- 
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vances already made may not devolve on States not 
interested in this repayment, and in order that the 
sacrifices which may ultimately have to be asked of 
those States should not be greater than those which 
would be entailed in the guarantee by them of a loan 
of 520 million gold crowns, the Governments entitled 
to repayments from the Austrian Government (the 
British, French, Italian and Czechoslovak Govern- 
ments) have laid down the provisions which form the 


subject of Annex B. 


ANNEX A 

The French, Italian and Czechoslovak Govern- 
ments undertake to assign for the guarantee of the 
issues of Treasury bonds or similar Treasury opera- 
tions, guaranteed by the gross receipts of the customs 
and tobacco monopolies and envisaged in the report 
of the Financial Committee for the period previous to 
the vote by the various Parliaments of authority for 
the guarantees, the balance of the advances promised 
in 1922 to the Austrian Government, the total amount 
of which was fixed at: 


France . . . 55 million francs 
Italy . . . . . 70 million lire 
Czechoslovakia 500 million Czechoslovak crowns 


By the word “balance” should be understood not 
only the sums not yet paid in respect of the above 
totals, but those which, having been paid, might be 
capable, by reason of their present employment, of 
being liberated for a different use with the consent of 
the Austrian Government. As soon as this has been 
obtained, the balances, as here defined, should be 
placed without delay at the disposal of the Austrian 


{ j 
60 |} 


59 


Government to be utilized—under the authority of 
the Commissioner-General or of the Provisional Dele- 
gation of the Council—in the Treasury operations re- 
ferred to above. 

As soon as the legislation voted by the various Par- 
liaments authorizing guarantees shall have obtained 
a total of at least 80 per cent., the balances of the ad- 
vances thus utilized as guarantees shall be liberated 
and reimbursed to the Governments interested. 

Done at Geneva on October the fourth, one thousand 


nine hundred and twenty-two. 


(Signed) BALFOUR (Signed) IMPERIALI 
G. HANOTAUX KRCMAR 


POSPISIL 


Certified true copy: 


The Director of the Legal Section of the Secretariat 
of the League of Nations. 


ANNEX B 

The apportionment of the guarantee between the 
four Governments, British, French, Italian and 
Czechoslovak, provided for in Article 5 of Protocol II 
and paragraph 2 of the preamble, shall take place in 
accordance with the following provisions: 

1. The guarantee of the annuities corresponding to 
the sum of 130 millions required for the reimbursement 
of the advances referred to in the first paragraph of 
the preamble, shall be apportioned as to one-third to 
each of the British, French and Czechoslovak Govern- 
ments. 

2. With regard to the sum required for the reim- 
bursement of the Czechoslovak credit, amounting to 
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about 80 million gold crowns, the Czechoslovak Gov- 
ernment undertakes to limit to 60 million gold crowns 
the total of the reimbursement which it will have the 
right to claim from the proceeds of the loan. It will 
accept in payment of this share of 60 millions, bonds of 
this loan issued over and above the total of the effec- 
tive subscriptions. With regard to the balance of this 
claim, it will be satisfied that it should be,covered by 
securities in Czechoslovak crowns and enjoying the 
same rights and guarantees as the bonds of the loan, 
but it is understood that these securities shall not 
benefit by the guarantee of the other Governments, 
and may be issued in excess of the sum of 650 millions. 

The British and French Governments, which are 
entitled, by the terms of their contracts, to complete 
reimbursement of the amount of their advances out of 
the proceeds of the first loan, accept a scale of pro- 
gressive repayment, charging the larger part of the 
repayment on the later instalments of the loan. 

Italy shall have the right of reimbursement out of 
the proceeds of the loan in accordance with a scale of 
payment identical with that adopted for the English 
claim, on that part of its advance which shall not have 
been repaid after having been utilized in accordance 
with the terms in Annex A. In the case of the guar- 
antee coming into force, Italy shall, in respect of the 
guarantee of the 130 millions, be responsible only for 
the liability appertaining to that part of the annuity 
of the loan which corresponds to the total. 

To the extent to which Italy shall thus be led to 
assume a portion of the guarantee of the 130 millions, 
the share of the guarantee borne by France, Czecho- 
slovakia and Great Britain shall be correspondingly 


diminished. 
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i Done at Geneva, the fourth day of October, one thou- 
sand nine hundred and twenty-two. 


(Signed) BALFOUR (Signed) SEIPEL 
G. HANOTAUX 
IMPERIALI 
KRCMAR 
POsPISIL 


\ 
\ 


Certified true copy: 


The Director of the Legal Section of the Secretariat 


' of the League of Nations 


EXPLANATORY NOTE 


From a comparison of Article 5 of Protocol II 
(which fixes at a maximum of 84 per cent. the guaran- 
tee to be given by the four Governments and to be 
apportioned as may be arranged) with the preamble 
and with Annex B, it follows: 


That each of the four Governments undertakes to 
guarantee 20 per cent. of the annuity corresponding 
to the capital of the loan floated to meet the deficit of 
520 millions; 

, That the apportionment of the guarantee for the 
remainder of the annuity, which corresponds to the 
difference (130 millions) between the total of 650 and 
this sum of 520 millions, will be made in accordance 
with Annex B. 


(Signed) BALFOUR 
G. HANOTAUX 
IMPERIALI 
{ KrOMAk 
\ POsPISIL 
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No. IIT 


The undersigned, acting in the name of the Aus- 
trian Government, and duly authorized for this pur- 
pose, declares that he accepts the following obliga- 


tions: 


1. The Austrian Government will ask its Parlia- 
ment to ratify the political declaration signed by it 
which is the subject of Protocol I. 

2. The Austrian Government will, within one 
month, in collaboration either with the Commissioner- 
General, whose functions form the subject of para- 
graph 4 below, or with such provisional delegation of 
the Council of the League of Nations as may be 
appointed for the purpose, draw up a program of 
reforms and improvement, to be realized by stages 
and designed to enable Austria to reestablish a per- 
manent equilibrium of her budget within two years, 
the general outline of which is defined in the report of 
the Financial Committee (Annex). This program 
must place Austria in a position to satisfy her obliga- 
tions by the augmentation of her receipts and the 
reduction of her expenditure; it will exclude any 
recourse to loans except under the conditions deter- 
mined by it; it will prohibit by the terms of the 
statutes to be drawn up for the Bank of Issue which 
is to be created, any further monetary inflation. 

It should further enable Austria to assure her 
financial stability on a permanent basis by a series of 
measures leading to a general economic reform. The 
report of the Economic Committee dealing with this 
aspect of the problem shall be duly communicated to 
the Commissioner-General. 

It is understood that, if the first program should 
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appear in practice to be insufficient to reestablish 
permanent equilibrium of the budget within two 
years, the Austrian Government will be bound, in 
agreement with the Commissioner-General, to intro- 
duce therein the modifications appropriate to the 
result which it is essential to attain. The Austrian 
Government will ask its Parliament to approve the 
above-mentioned plan. 

3. The Austrian Government will forthwith lay 
before the Austrian Parliament a draft law giving 
during two years to any Government which may then 
be in power full authority to take all measures, within 
the limits of this program, which in its opinion may 
be necessary to assure at the end of the period men- 
tioned the reestablishment of budgetary equilibrium 
without there being any necessity to seek for further 
approval by Parliament. 

4. Austria accepts the nomination by the Council 
of the League of a Commissioner-General who shall 
be responsible to the Council and removable by it. 
His functions are defined in broad outline in the report 
of the Financial Committee. 

His duty will be to ensure that the program of 
reforms is carried out and to supervise its execution. 
The Commissioner-General shall reside at Vienna. 
He may provide himself with the necessary technical 
personnel. The expenses of the Commissioner-General 
and of his office shall be approved by the Council and 
supported by the Austrian Government. The Com- 
missioner-General shall present monthly to the Coun- 
cil a report upon the progress of the reforms and the 
results achieved. This report shall be communicated 
without delay to the members of the Committee of 
Coatrol. 
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The Austrian Government agrees that it may not 
dispose of any funds derived from loans, or undertake 
any operation with a view to discounting the proceeds 
of loans, except by authorization of the Commissioner- 
General; provided that the conditions which the Com- 
missioner-General may attach to such authorization 
shall have no other object than that of assuring the 
progressive realization of the program of reforms 
and of avoiding any deterioration of the assets as- 
signed for the service of the loan. 

If the Austrian Government considers that the 
Commissioner-General has abused his authority, it 
may appeal to the Council of the League of Nations. 

The functions of the Commissioner-General shall be 
brought to an end by a decision of the Council of the 
League of Nations, when the Council shall have 
ascertained that the financial stability of Austria is 
assured, without prejudice to any special control of 
the assets assigned for the service of the loan. 

5. The Austrian Government will furnish as securi- 
ties for the guaranteed loan, the gross receipts of the 
customs and of the tobacco monopoly, and, if the 
Commissioner-General should deem it necessary, 
other specific assets determined in agreement with 
him. It will not take any measure which in the 
opinion of the Commissioner-General would be such 
as to diminish the value of such assets so as to threaten 
the security of the creditors and of the guarantor 
States. In particular, the Austrian Government 
may not, without the approval of the Commissioner- 
General, introduce into the rates producing the 
revenues assigned as security any changes which 
might be such as to reduce their minimum total yield 
expressed in gold as this may be determined, before 
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the issue of the loans, in order to provide for the 
necessary annuities. 

The yield of the gross revenues assigned as security 
will be paid into a special account, as and when col- 
lected, for the purpose of assuring the service of the 
annuity of the loans. The Commissioner-General may 
alone control this account. The Commissioner-Gen- 
eral may require such modifications and improvements 
as may increase the productivity of the revenues 
assigned as security. If, notwithstanding such repre- 
sentations, it should appear to him that the value of 
these assets is seriously prejudiced by their manage- 
ment by the Austrian Government, he may require 
that this management shall be transferred to a special 
administration, either by the constitution of a Govern- 
ment monopoly, or by the grant of concessions or of 
leases. 

6. (a) The Austrian Government undertakes to 
grant no concessions which, in the opinion of the 
Commissioner-General, might be such as to com- 
promise the execution of the program of reforms. 

(b) The Austrian Government will surrender all 
right to issue paper money and will not negotiate or 
conclude loans except in conformity with the pro- 
gram above set out and with the authorization of 
the Commissioner-General. If the Austrian Govern- 
ment should consider itself obliged to envisage the 
issue of loans not covered by the conditions of the 
program contemplated in this Protocol, it would 
first submit such plans for the approval of the Com- 
missioner-General and of the Committee of Control. 

(c) The Austrian Government will ask its Parlia- 
ment to make such modifications as are considered 
necessary, in accordance with the report of the Finan- 
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cial Committee (Annex), both in the statutes of the 
Bank of Issue and, should the occasion arise, in the 
Law of July 24th, 1922 (Bulletin des Lois No. 490). 
The statutes of the Bank of Issue shall assure its 
complete autonomy in its relations with the Govern- 
ment. The’ Bank should be responsible for the cash 
transactions of the State, it should centralize the 
Government's receipts and payments and should 
furnish periodical financial statements at the dates 
and in the form which may be determined in agree- 
ment with the Commissioner-General. 

(qd) The Austrian Government will take and carry 
out all decisions necessary for the full realization of 
the program of reforms, including all necessary 
administrative reforms and the indispensable altera- 
tions in the legislation. 

7. The Austrian Government will take all measures 
necessary to ensure the maintenance of public order. 

8. All obligations defined above relating to the 
functions of the Commissioner-General or to financial 
or administrative reforms, so far as they relate to a 
period subsequent to January I, 1923, are condi- 
tional and shall not become finally binding until the 
British, French, Italian and Czechoslovak Govern- 
ments have confirmed their premised guarantees by 
the approval of their respective Parliaments. 

Nevertheless, the Austrian Government definitely 
undertakes: 

(a) To take as from the present date all measures 
in its power to reduce the deficit: these meas- 
ures are to include, in particular, increases in 
the railway, postal and telegraphic rates, and 
in the sale prices of the products of the monop- 
olies. 
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(6) To submit immediately to the Austrian Parlia- 

ment the draft law contemplated in paragraph 

3, which will give for two years to the Govern- 
ment now in office, or to any succeeding Gov- 
ernment, full authority to take all measures 
which in its opinion may be necessary to assure 
the reestablishment of budgetary equilibrium 
at the end of that period. 


To prepare immediately a program of reform, 
to set in motion the necessary legislative action 
and to apply the first measures of execution 
contemplated by the program, between the 


present date and January I, 1923. 


9g. In the event of any difference as to the inter- 
pretation of this Protocol the parties will accept the 
opinion of the Council of the League of Nations. 

The present Protocol shall be communicated to 
those States which have signed Protocol II, signed at 
Geneva on October 4, 1922. 

In faith whereof the undersigned, duly authorized 
for this purpose, has signed the present Protocol. 

Done at Geneva in a single copy, which shall be 
deposited with the Secretariat of the League of Na- 
tions, and shall be registered by it without delay, the 
fourth day of October, nineteen hundred and twenty- 


two. 
(Signed): SEIPEL 


Certified true copy: 


Director of the Legal Section of the Secretariat of 


the League of Nations. 
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LIST OF PUBLICATIONS 


Nos. 1-169 (April, 1907, to December, 1921). Including papers by Baren 
d’Estournelles de Constant, George Trumbull Ladd, Elihu Root, Barrett 
Wendell, Charles E. Jefferson, Seth Low, John Bassett Moore, William James, 
Andrew Carnegie, Pope Pius X, Heinrich Lammasch, Norman Angell, Charles 
W. Eliot, Sir Oliver Lodge, Lord Haldane, Alfred H. Fried, James Bryce, and 
others; also a series of official documents dealing with the European War, 
the League of Nations, the Peace Conference, and with several of the political 
problems resulting from the War. A list of titles and authors will be sent on 
application. 

170. Treaties of Peace between the United States on the one hand and Ger- 
many, Austria and Hungary on the other. January, 1922. 

171. Peace through Conferences: Address delivered by Mr. Lloyd George at 
Central Hall, Westminster, London, on January 21, 1922, and text of 
the resolution of the Supreme Council calling the Genoa Conference, 
February, 1922. 

172. Washington Conference on the Limitation of Armament. Part II. Treaties 
and Resolutions. March, 1922. 

173. Correspondence between Mr. Lloyd George and Sir James Craig on the 
Position of Ulster; Articles of Agreement establishing the Irish Free 
State; Irish Free State (Agreement) Bill. April, 1922. 

174. The International Chamber of Commerce, by Frederick P. Keppel, Ad- 
ministrative Commissioner for the United States. May, 1922. 

175. The Student and the Citizen, Phi Beta Kappa address at Columbia 
University, March 16, 1922, by James T. Shotwell. June, 1922. 

176. The Portorose Conference, by James T. Shotwell; An Account of the 
Portorose Conference, by the American Observer, Colonel C. B. Smith; 
Protocols and Agreements concluded at the Portorose Conference, 
November, 1921; Agreement concerning Passports and Visas concluded 
at Graz, January 27, 1922. July, 1922. 

177. Impressions of Berlin in 1922, by Professor Henri Lichtenberger. 
August, 1922. 

178. Addresses delivered March 1 and 5, 1922, in connection with the Fifth 
Annual Meeting of the Cuban Society of International Law, Havana, 
by Cosme de la Torriente. September, 1922. 

179. The Constitution of the Czecho-Slovak Republic, with introductions by 
Jiri Hoetal and V. Joachim. October, 1922. 

180. A Short History of the Question of Constantinople and the Straits, by 
James T. Shotwell. November, 1922. 

181. The Allied Debt: The Balfour Note of August 1, 1922, and the French 
Reply of September 3, 1922; The American Banker's Responsibility 
Today, by Thomas W. Lamont; Reparations and International Debts, 
by Reginald McKenna; The Repayment of European Debts to Our 
Government, by Herbert Hoover; The Allied Debts, by Edwin R.A 
Seligman; The Interallied Debts as a Banking Problem, by B. M 
Anderson, Jr. December, 1922. 

182. Documents Regarding the European Economic Situation: The Report of 
the Bankers’ Committee to the Reparation Commission on the Ques- 
tion of a German Loan; The Majority and Minority Reports to the 
Reparation Commission by the Technical Experts on the Stabiliz 
ation of the German Mark; Reply of the German Government to the 
Reparation Commission; Note of the German Government to the 
Reparation Commission; Protocols Containing the Scheme for the 
Financial Reconstruction of Austria. January, 1923. 

Special Bulletins: France, Liberator of Nations, by Charles Downer Hazen. 
June, 1922. 

America and England: Addresses by the Rt. Hon. Earl Balfour and 
Chief Justice Taft at a dinner in London, June 19, 1922, given by 
the Pilgrims. July, 1922. 

Copies of the above, so far as they can be spared, will be sent to libraries 
and educational institutions for permanent preservation postpaid upon receipt 
of a request addressed to the Secretary of the American Association for Inter- 
national Conciliation. 

A charge of five cents will be made for copies sent to individuals. Regular 
subscription rate twenty-five cents for one year, or one dollar for five years. 
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